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200.0300(b)  BASE YEAR VALUE TRANSFER—GOVERNMENT ACQUISITION

200.0355  Replacement Property.  Residentially-zoned property does not qualify as comparable
replacement property for commercially-zoned property taken by eminent domain. The
two properties are subject to different government restrictions (zoning) and are, therefore,
of different utility. C 5/17/94; C 5/13/94.

Delete – Amendment of Rule 462.500, effective December 18, 2004, changed the
definition of utility to reflect usage, not zoning.

220.0000  CHANGE IN OWNERSHIP

220.0372.005  Life Estate.   Mother owned real property.  At her death, the provisions of her
will created a life estate in the property for her daughter.  Upon termination of the life
estate, the remainder interest would pass 50 percent to the daughter and 16.66 percent to
each of the mother's three sons.  After the mother's death, a parent-child claim for
exclusion was properly filed thereby excluding the creation of the life estate in the
daughter from change in ownership.  Subsequently, the four siblings formed a
corporation in which the four owned all the outstanding shares of the corporation.  The
daughter quitclaimed her life estate and her 50 percent remainder interest in the property
to the corporation, and the three sons quitclaimed their remainder interests in the property
to the corporation.

As the life tenant, the daughter was the primary owner of the entire property
because a creation of a life estate meets the definition of change in ownership under
Revenue and Taxation Code section 60.  The three sons did not hold primary ownership
interests in the property because they held future interests, not present interests, that
vested upon termination of the life estate.  Because the daughter owned a 100 percent
interest prior to the transfer and a 50 percent interest after the transfer, the transfer to the
corporation was not proportional and, thus, resulted in a 100 percent change in
ownership.  C 2/2/2005.

350.0000  DISABLED VETERANS' EXEMPTION

350.0009  Household Income.   Federal laws and regulations provide for the rate of
compensation paid to eligible survivors of a veteran because of a service-connected
death.  While the compensation paid monthly to the surviving spouse is increased for
each dependent child, the law does not provide the dependent child with a separate
entitlement to the additional benefits.  Moreover, the statute and regulations that set forth
the surviving spouse's benefits specify that the increased benefits are paid to the surviving
spouse, even if the surviving spouse does not have actual or constructive custody of the
minor child or the child is in active military service.  Thus, the total amount of veterans'
benefits paid to the unmarried surviving spouse, including the amount received for three
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dependent children, should be included in the calculation of household income for
purposes of determining the appropriate property tax exemption allowed under Revenue
and Taxation Code section 205.5.  C 3/15/2005.

350.0015  $100,000 Exemption.  For 1985 and thereafter, the amount of exemption available to
veterans or unmarried surviving spouses of veterans who qualify for the exemption as
totally disabled is $100,000, and there is no income limit for such claimants. The $40,000
or $60,000 (with income limits) exemptions remain in the law for claimants eligible for
the exemption due to blindness or the loss of use of two or more limbs. However, the
Veterans Administration makes no such distinction and defines veterans who are blind in
both eyes or have lost the use of two or more limbs as totally disabled. Thus, virtually all
claimants will be eligible for the $100,000 exemption.

New claimants first filing in 1985 as totally disabled must file the claim form with
the assessor by April 15, 1985 or the exemption cannot be allowed for 1985. In the case
of the $100,000 exemption, Revenue and Taxation Code Section 276 contains no
provision for late filing. New claimants who file late and qualify for the exemption based
on blindness or loss of use of limbs, but who do not qualify as totally disabled, are still
eligible for the $40,000 or $60,000 exemption, and the late filing provisions of Section
276 apply. LTA 2/22/85 (No. 85/20).

Delete – This annotation is obsolete due to subsequent legislation that changed the filing
requirements, the exemption amounts, and the income limits.

535.0000  LAND USE RESTRICTIONS

535.0040  Low Income Housing Projects.  Based on Mission Housing Development Company
v. City and County of San Francisco (1997), 59 Cal.App.4th 55, and the 1986 enactment
of the low income housing credit (LIHC) provisions in Internal Revenue Code section 42
together with the repeal of the previous (1) accelerated depreciation, (2) the 5-year
amortization of rehabilitation expenses under Internal Revenue Code section 167(k), (3)
the expensing of interest and taxes, and (4) the availability and benefits received from
various deductions, the following conclusions may be drawn:

• Revenue and Taxation Code section 402.9 is not applicable to projects valued under
Property Tax Rule 8 and the band-of-investment method of deriving the capitalization
rate. Cash equivalency is relevant only to the comparable sales approach in Property
Tax Rule 4.

• Section 402.9 is not applicable to projects with allocated LIHC under Internal
Revenue Code section 42.

• Section 402.9 is applicable only to 236 projects without allocated LIHC under
Internal Revenue Code section 42.

• Section 402.9 does not preclude the capitalization of all net benefits of all types of
low income housing projects, including the benefits of LIHC, but Rule 8 requires it. C
7/17/98. (2000-1).
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Delete – New legislation in effect January 1, 2005, added section 402.95 to the Revenue
and Taxation Code to provide for low income housing projects.  Also, see LTA 2005/044,
Guidelines for the Assessment of Properties Financed Using Low-Income Housing Tax
Credits.

625.0000  PARENT-CHILD TRANSFER

625.0251  Wills.   Mother's will granted the executor the authority to sell real property and also
granted broad discretion in distributing property in kind on a pro rata or non-pro rata
basis.  Following the decedent's death, the Superior Court specified the method by which
distribution of her assets would occur.  The court ordered the executor to sell three-
fourths of the real property interests to one beneficiary and to distribute the proceeds of
the sale to the other three beneficiaries.  Since the court ordered this method of equalizing
the real property shares to be distributed among the four children, the beneficiary's
purchase of the property interests was not from his siblings.  Thus, the parent-child
exclusion would apply to exclude the entire value of the real property.  C 3/10/2005.

840.0000  TIMBER YIELD TAX

840.0140  Timber Owner.  The "first person" who acquires either the legal title or beneficial
title to timber after it has been felled from land owned by a federal agency or any other
person or agency exempt from property taxation means the first nonexempt person who
acquires such title from an exempt person or agency, and such a person is the timber
owner for purposes of the law.

"Felled or downed trees" encompasses timber which is no longer standing and
which has been limbed and bucked (logs), not just severed timber, and such timber (logs)
is subject to the tax. C 11/22/78.

Delete – This is no longer an issue since the decision in Hoopa Valley Tribe v. Nevins
(881 F.2d 657).

880.0000  WELFARE EXEMPTION

880.0125  Lease.  The granting of the exemption to property which is owned by one welfare-
exempt organization but leased to another welfare-exempt organization is dependent, in
part, upon the lease agreement.

Indicators of nonqualifying intentionally profit-making or commercial-in-nature
leases include instances where:

1. The property was acquired by the welfare-exempt owner specifically for leasing to
other welfare-exempt organizations, rather than for its own use.

2. The rent charged is greater than 10 percent over and above all operating costs.
Operating costs include the cost needed to make the property available, that is, utility,
maintenance, and/or repair costs incurred because of the use of the property by the
lessee, and an amount necessary to cover the expense of depreciation based on cost of
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replacement and amortization of, and interest on, indebtedness. LTA 2/9/79 (No.
79/30); C 2/22/79.

Delete – We no longer require that the rent is less than 10 percent over operating costs.

880.0203  Owner and Operator.

1.  Property leased to a welfare claimant is exempt if:

a. The lessor is a governmental entity which receives exemption on property it
owns. A public school district, as a political subdivision of the state, is a trustee of
property, the beneficial ownership of which is in the state, and therefore receives
exemption.

b. The lessor is itself an organization qualified for the exemption, and the charge for
use, no matter how denominated, is less than 10 percent over and above all
operating costs. Operating costs include the cost needed to make the property
available, that is, utility, maintenance, and/or repair costs incurred because of the
use of the property by the lessee, and an amount necessary to cover the expense of
depreciation based on cost of replacement and amortization of, and interest on,
indebtedness.

2.  Property leased to a welfare claimant is not exempt if the leased property is generally
subject to tax in the hands of the lessor.

3.  Property owned by a welfare claimant and leased to others is exempt if:

a. The charge for use, no matter how denominated, is less than 10 percent over and
above all operating costs.

b. The user is exempt; and

c. The use of the property is for exempt welfare purposes, i.e., the activity would be
regarded as charitable, religious or hospital if engaged in by the owner-claimant.
C 6/28/76; C 7/27/76; LTA 2/9/79 (No. 79/30).

Delete – We no longer require that the rent is less than 10 percent over operating costs.

880.0285  Tax Exempt Status.   Section 214.8 provides that exemption is available to an
organization which has qualified as exempt from state franchise tax and federal income
tax under Revenue and Taxation Code section 23701d and Internal Revenue Code section
501(c)(3).  An organization that is exempt under section 23701f and IRC section
501(c)(4) does not qualify for property tax exemption under section 214.8.   C 2/23/2005.


